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SUBJECT: PLANS TO CLOSE THE SECURITY PACIFIC 
INTERAMERICAN BANK IN PANAMA 

1 . EMBASSY HAS LEARNED THAT EARLY IN 1978, THE 
SECURITY PACIFIC NATIONAL BANK IN CALIFORNIA MADE THE 
DECISION TO CLOSE OUT THE OPERATIONS OF ITS AFFILIATE, 

THE SECURITY PACIFIC INTERAMERICAN BANK S. A. (SPI) 

IN PANAMA. THE DECISION WAS TAKEN BECAUSE SPI HAD NOT 
SHOWN SUFFICIENT PROFIT AND DID NOT JUSTIFY THE MANAGE- 
MENT HOURS EXPENDED. IN JUNE, THE DECISION WAS 
ANNOUNCED TO SPI'S MINORITY SHAREHOLDERS, WHO WERE TOLD 
THAT SPI WOULD LIQUIDATE ITS HOLDINGS BY 31 JULY 1978, 

AND THAT THEY WOULD BE OFFERED SEVENTY CENTS ON THE 
DOLLAR FOR THEIR ORIGINAL INVESTMENTS. THE MINORITY 
SHAREHOLDERS REPRESENT SIGNIFICANT FINANCIAL GROUPS IN 
GUATEMALA, HONDURAS, NICARAGUA, VENEZUELA AND PANAMA. 
THE VENEZUELAN GROUP EXPRESSED A DEFINITE INTEREST IN 
PURCHASING THE ENTIRE SPI OPERATION, AND STATED THAT 
IT WOULD NEED UNTIL 31 OCTOBER TO LINE UP ITS CAPITAL 
FOR SUCH A MOVE. CONSEQUENTLY, SPI IS NOW IN A WAITING 
PERIOD UNTIL THE VENEZUELAN FINANCIAL GROUP MAKES A 
FIRM PROPOSAL OR WITHDRAWS ITS OFFER. MR. JOHN J. MCGUIRE 
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MANAGER OF SPI, BELIEVES THE VENEZUELAN GROUP TO 
BE WELL FINANCED AND FEELS THAT IT WILL PROBABLY DECIDE 
TO TAKE OVER SPI. MEANWHILE, SPI HAS REDUCED ITS 
OUTSTANDING LOAN BALANCE TO THE PANAMANIAN PRIVATE 
SECTOR FROM ABOUT $12 MILLION DOWN TO ABOUT $9 MILLION. 

2. REGARDLESS OF WHETHER THE OUTCOME IS LIQUIDATION 
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OR A CHANGE OF OWNERSHIP, SPI IS FACED WITH SEVERAL 
PROBLEMS. THERE IS A FEELING AMONG THE PRESENT SPI 
MANAGEMENT THAT THE BANK’S CLOSING IS NOT FULLY 
UNDERSTOOD BY THE GOP LEADERSHIP. THEY NOTE CONCERN 
WITHIN THE GOP, WHICH HAS BEEN WORKING TOWARD TURNING 
PANAMA INTO A MAJOR INTERNATIONAL BANKING CENTER, OVER 
WHAT IS FELT TO BE AN UNWARRANTED WITHDRAWAL FROM 
PANAMA BY SECURITY PACIFIC NATIONAL BANK, ONE OF THE 
TEN LARGEST BANKS IN THE U.S. THERE HAS APPARENTLY BEEN 
AN IMPLIED THREAT BY THE PANAMANIAN BANKING COMMISSION 
THAT SPI WOULD NOT BE ALLOWED TO CLOSE. THERE IS 
LITTLE DANGER OF THE COMMISSION ACTUALLY CARRYING 
THROUGH ON SUCH A THREAT, BUT AS THE SOURCE INDICATED, 

IT IS A GOOD EXAMPLE OF OVER-REACTION BY THE COMMISSION 
TO A SITUATION WITH WHICH IT HAS NOT PREVIOUSLY BERN 
CONFRONTED. SPI MANAGEMENT HOPES TO MAKE CLEAR TO THE 
APPROPRIATE GOP AUTHORITIES THAT THE CLOSING OF SPI 
IS STRICTLY AN INTERNAL BUREAUCRATIC DECISION, AND THAT 
SECURITY PACIFIC NATIONAL BANK WILL STILL BE REPRESENTED 
IN PANAMA BY ITS INTERNATIONAL LICENSED SECURITY PACIFIC 
BANK S.A., WHICH IS A SEPARATE ENTITY FROM SPI. THE 
EMBASSY HAS BEEN ASSURED THAT SECURITY PACIFIC NATIONAL 
BANK'S GOVERNMENT SECTOR LOANS, WHICH ARE FOR THE MOST 
PART NEGOTIATED OUTSIDE OF PANAMA, WILL NOT BE 
AFFECTED BY SPI'S CLOSING. 
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3. ASSUMING THAT THE VENEZUELAN FINANCIAL GROUP 
SUCCEEDS IN TAKING OVER THE SPI OPERATION, THE 
PANAMANIAN BANKING COMMISSION IS NOT OBLIGATED TO GRANT 
A LICENSE TO WHAT WOULD ESSENTIALLY BE A NEW BANK IN 
PANAMA. MR. MCGUIRE DOES NOT BELIEVE THAT THIS WILL 
BECOME A PROBLEM, SINCE THE CREDENTIALS OF THE 
VENEZUELAN GROUP SHOULD BE SUFFICIENT TO IMPRESS THE 
BANKING COMMISSION. DIKEOS 
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